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Denise W. Link Dr. Eugene T.W. Sanders releases the following statement regarding the
Board Chair Ohio Auditor of State Special Audit Findings
Louise P\./:igrgas;;: Today, the Ohio Auditor of State (AOS) released the findings of a special audit conducted on

the Cleveland Metropolitan School District. The special audit was prompted when a CMSD
employee reported “a suspicious new vendor” to the Ohio AOS during the district’s 2008

Rashidah Abdulhagg routine financial statement audit.

Patricia Crutchfield
Robert M. Heard, Sr.

Harvey A. Hopson, Jr. CMSD fully cooperated during the special audit and complied with recommendations put forth

Willetta A. Milam by the AOS. The District implemented the following improved processes and procedures:
Natalie L. Peterson ]
Iris M. Rodriguez = Improved purchasing processes and procedures:

1. Discontinued the practice of allowing employees and vendors to pick-up

Ex Officio Members checks beginning in December 2008.
Dr. Ronald M. Berkman
Dr. Jerry Sue Thornton 2. Placed a summary of approved purchasing procedures on the District’s

website in 2009.

3. Developed an enhanced vendor management and receiving system that
uses software. This system is currently in the production stage.

4. Developed continuous monitoring reports and provided them to Purchasing
management. Reports enable management to further investigate possible
breaches of established internal controls or compliance including
circumvention of the purchasing process.

= Planned establishment of whistleblower policy in conjunction with ethics policy.

= Developed and continues to develop an automated procurement-to-payment
workflow process that enhances the District’s ability to monitor, scrutinize, and
promote good internal control/compliance practices.

= Launched a Fraud Hotline that provides an easy and anonymous way for
community members and employees to report the suspicion of fraudulent activity.

“CMSD is committed to protecting taxpayers’ dollars and being good stewards of district
finances”, said Dr. Eugene Sanders, Cleveland Schools CEO. “As a result of these process
modifications, the soundness of district financial practices has greatly improved.”

A more detailed description of each process/procedure has been included in the second
and third pages of the release.
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Bullet Point #1 — Improved Purchasing Policies/Procedures

» Discontinued the practice of allowing employees and vendors to pick-up checks beginning in
December 2008.

» The CEO held a central staff meeting on January 16, 2009 to reiterate the purchasing
procedures. An earlier memo dated January 18, 2008 was sent to all CMSD staff regarding the
procurement of goods and services.

* On August 17, 2009 an additional memo was sent to all staff from the CEO about the
procurement procedures.

* A letter was sent to all CMSD vendors on January 18, 2008 advising them not to accept any
orders without first having a certified purchase order signed by the District’s Chief Financial
Officer.

» The purchasing department will review and approve new vendor request forms. Any unusual
vendor request forms will be further reviewed before approval.

» Annual training for principals and building secretaries was enhanced by the Law
Department and the Budget Division; Finance Department to include an overview of the
purchasing requirements.

 Continuous monitoring reports were developed and provided to purchasing management.
Reports enable management to further investigate possible breaches of established internal
controls or compliance including circumvention of the purchasing process. Additional report
concepts exist and the plan is to develop those as well. A few examples of current reports that
exist include the following:

1. Then & Now Certificate Report identifies goods or services that have been ordered
prior to getting appropriate prior approval.

2. Possible Repeat PO Report identifies purchases where possibly a resolution should
have been executed.

3. Report of possible bid-splitting with extended look-back periods.

4. Report where same invoice amount recurs to the same vendor identifies possible
duplicate payments.

* The new web-based receiving system has given CMSD the ability to add additional fields for
inventory tracking. This enhancement will be an asset to the District in the future when
performing physical inventory review. The new fields are as listed below:

Account Code/Serial Number
Location Details

Warehouse Tag Number
Floor/Room Information
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Bullet Point #3 — Automated Procurement-to-Pay Workflow Project
 Upon creating a new vendor, the automated vendor management tool will allow the
Purchasing Department the ability to validate employee or vendor provided information against
on-line web information providing additional assurance as to the legitimacy of the vendor.
» Automated controls will alert accounts payable personnel when a defined set of documents,
validity checks, and reviews/approvals are not present.
Bullet Point #4 — Fraud Hotline
* Fraud Hotline number is (216) 858-0101.
* Number went live on July 14, 2009.
» A committee exists to review any calls received and decides what action will be taken in regard

to the specific call. The committee members exist of representatives from the following CMSD
Departments: Internal Audit, Law, and Safety & Security.



